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The operations of the European Payments Union in 
November showed, on the whole, much the same tendency 
as during the July-October period. Germany and the 
Netherlands continued to be the most important debtors. 
Germany’s deficit, however, was at a considerably lower 
rate than in the earlier period. During November, her 
deficit rose by 33 million EPU units (one unit is cur- 
rently equal to 1 U.S. dollar), compared with a monthly 
average deficit of 75 million units from July through 
October. By the end of November, the German global 
deficit vis-a-vis the Union had reached 324 million units, 
which was 4 million units in excess of her quota. This 
deficit was settled by credits of 192 million units (or 
60 per cent of the quota) granted by the Union, and by 
gold or dollar payments to the Union of 132 million 
units (128 million representing the residual 40 per cent 
of Germany’s quota and 4 million representing the 
amount of the deficit exceeding her quota, which Ger- 
many chose to pay fully in dollars). During November 
alone Germany had to pay the Union in dollars the 
equivalent of 29 million units. If there should be any 
further German debits, the special additional credit 
facilities up to $120 million approved by OEEC will have 
to be used (see this News Survey, Vol. III, p. 167, and 
also p. 208 below). 

The Netherlands also reported a further deficit during 
November, although still of a manageable amount. 
During that month alone, the deficit was the equivalent 
of 23 million units. The cumulative deficit since July 
was 96 million units, of which 30 million was covered 
by “initial credit balances” granted to the Netherlands 
in accordance with Article 10 of the EPU agreement. 
The balance of 66 million units was covered by the use 
of EPU credits; since this balance corresponds to 20 
per cent of the Dutch quota, any further Netherlands 
debit with the Union will have to be settled partially in 
gold or dollars. 

Norway, Greece, Iceland, and Austria, which had also 
been granted “initial credit balances,” have reported 
deficits smaller than were expected and have not yet ex- 
hausted these balances. Turkey, the other country that 


IBRD Loan 


The International Bank for Reconstruction and De- 
velopment on December 28, 1950 made a loan of $2.6 
million for electric power development in Colombia. The 
loan, which is guaranteed by the Republic of Colombia, 
was made to the Central Hidroelectrica de Caldas, Limi- 
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had received an initial credit balance, has reported a net 
cumulative surplus through November, thus reversing the 
initial estimate. 

The United Kingdom and France are the principal 
creditors of the Union. During November, the United 
Kingdom reported an additional surplus of 98 million 
units. By the end of that month, her cumulative net 
surplus was 418 million units. This surplus was covered 
partially by exhausting the “initial debit balance” of 
150 million units established for the United Kingdom 
by the EPU agreement, and by the use of 31 million of 
her partners’ existing resources in the United Kingdom. 
Since the residual surplus of 237 million units exceeds 
the first 20 per cent of the United Kingdom’s quota, she 
is now entitled to be paid partially in gold or dollars for 
any surplus exceeding 20 per cent of the quota. During 
November these payments were 13 million units. 

France, which reported a surplus during the first 
three months of operations, and a deficit during the 
fourth month, again reported a surplus in November. 
During that month her net surplus with the Union was 
23 million units, so that by the end of November the 
over-all surplus was 185 million units. This is 35 per 
cent of France’s quota; hence she is now entitled to 
be paid in gold or dollars for one half of any surplus in 
excess of 20 per cent of the quota. By the end of No- 
vember, such payments received amounted to 40 million 
units, of which 11 million had been made in October. 

EPU gold and dollar reserves are increasing. The 
Union so far has shown a surplus of nearly 97 million 
units in gold or dollars. This resulted on the one hand 
from the concentration of the greatest part of the deficit 
balances in one country, namely Germany, which there- 
fore had to make heavy payments in gold or dollars. On 
the other hand, the high amount of the United King- 
dom’s initial debit balance has delayed gold payments 
to that country. An opposite movement is likely to take 
place in the near future. 

Source: The Financial Times, London, England, De 
cember 23, 1950. 


to Colombia 


tada, a publicly-owned power company, for the construe- 
tion of the La Insula hydroelectric project. The loan is 
for 20 years and carries an interest rate of 4 per cent 
including 1 per cent commission which, in accordance 
with the Bank’s Articles of Agreement, is allocated to 
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its special reserve fund. Amortization payments, calcu- 
lated to retire the loan by maturity, will start on August 
15, 1952. This is the Bank’s third loan to Colombia 
for development purposes (see this News Survey, Vol. 
II, p. 62 and Vol. III, p. 149). 

The total capital cost of the La Insula hydroelectric 
project is estimated at the equivalent of about US$9.4 
million. The Bank loan will be used to finance the major 
part of the foreign exchange cost. The local currency 


Free Market Price of Gold 


The price of gold in premium markets has advanced 
sharply as South Africa has restricted export sales of 
semi-processed gold, and the Belgian Congo Gold Pro- 
ducers’ Syndicate has increased its selling price for so- 
called industrial gold. The average price increase in 
these markets on January 8 was about $1.50 an ounce, 
making a cumulative increase of more than $3 an ounce 
since the end of December 1950. In New York the price 
of so-called transit gold was quoted at $42.75 to $43.25 
an ounce, compared with $40 an ounce a little more than 
a week ago. According to information from Brussels, 
the new Belgian Congo selling price for industrial gold 
is 68,000 francs per kilogram (about $41.35 an ounce). 
The increase is the third since December 10, when the 
price was 64,000 francs per kilogram (about $39.75 an 
ounce). 

Recent South African export sales are reported to 
have been at the rate of about 400,000 ounces a month, 
or slightly more than 40 per cent of current South 
African production. It is believed that South Africa may 
have reached the limit of its present capacity to process 
gold for industrial and artistic purposes. 

Source: The Journal of Commerce, New York, N. Y., 
January 9, 1951. 


New York Price of Silver 


The price of silver in New York advanced 10.16 cents 
an ounce on January 8. The new price of 90.16 cents, 
which is slightly higher than that quoted during most 
of the second half of 1946, is the highest since 1920, 
when silver sold for $1.37 an ounce. There had been 
no change since October 24, 1950, when the price was 
raised 244 cents an ounce, to 80 cents. 

Handy & Harman, New York bullion dealers, stated 
that because there had been no transactions in the silver 
market on Friday, January 5, the orders carried over 
plus the additional demand after the weekend exceeded 
the amount of foreign silver available. Accordingly, it 
became necessary to purchase newly-mined domestic 
silver at the U.S. Treasury price of 90.5 cents per ounce 
1,000 fine, which is equivalent to 90.41 cents for com- 
mercial bar silver 0.999 fine. The published quotation 
of 90.16 cents represents the price of silver contained in 
ores and other refined silver bearing material. Since 
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costs, and a small part of the foreign exchange costs, 
will be met by the borrower out of its own resources, 
Construction work started in 1944, and about 80 per cent 
of the plant is at present completed. The project is ex. 
pected to be ready for operation by the middle of 195}, 


Source: International Bank for Reconstruction and De. 
velopment, Press Release, Washington, D. ¢€, 
December 28, 1950. 


the new price is only a half cent below the price at which 
the U.S. Treasury is authorized to sell silver for manu. 
facturing uses, it may be taken to represent, at least for 
the time being, a virtual ceiling on the New York price of 
silver. 

Trade sources report a steady rise in the industrial 
demand for silver in the United States during recent 
months. Consumption is now estimated at roughly 150 
million ounces a year, compared with about 100 million 
ounces three or four months ago. This increase may be 
explained in part by the restrictions imposed on the 
civilian use of copper and nickel. 

Virtually all silver which is traded in the New York 
market comes from foreign sources, principally Canada, 
Mexico, and several South American countries. Imports 
from Mexico have averaged about 60 million ounces a 
year, while Mexican mine production has been running 
around 48 million ounces a year. The Bank of Mexico, 
which had been supplying silver from its stocks, recently 
withdrew from the New York market. The Bank’s 
present stocks of silver are reported to be sufficient only 
for this year’s mintings of a new Mexican five-peso silver 
coin. 

Sources: The Journal of Commerce, January 9, 1951, 
and The Wall Street Journal, January 9, 1951, 
New York, N. Y. 


Cocoa Trade 


The world cocoa crop in 1950-51 is expected to be 
752,300 tons, an increase over the previous season of 
nearly 10,000 tons; the share of British West Africa in 
this total is 371,300 tons. 

Cocoa may now be freely exported from the United 
Kingdom without license. Private importation was 
resumed last November, and British manufacturers 
formed a panel to negotiate with the West African 
Marketing Board; private imports in the present season 
are estimated at 62,000 tons, so that allocations from 
Ministry of Food stocks should be 40,000 tons if the 
estimated figure of 102,000 tons for consumption is 
correct. 

The Gold Coast export duty on cocoa of 84% per cent 
is to be replaced by a duty of 10 per cent plus %4 per 
cent for each £1 by which the value assessed for duty 
exceeds £160 per ton. The maximum rate will be 25 per 
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cent. Revenue from the additional duty will be used 

mainly for development schemes. 

Sources: The Economist, December 23, 1950, and The 
Financial Times, January 3, 1951, London, 
England. 


Europe 


U.K. Exchequer Returns 


The U.K. Exchequer returns for the first three quarters 
of the present fiscal year show that revenue is up to 
expectations, and that government current expenditure is 
running below estimates. The “above the line” surplus 
for the nine months, April to December 1950, amounted 
to £66 million, compared with a deficit of £22 million 
in the similar period of 1949. Capital expenditure is 
also below the 1949 figure, so that the over-all deficit 
has been reduced from £445 million in the first three 
quarters of 1949 to £276 million in the same period in 
1950. Revenue is always heaviest in the last quarter of 
the fiscal year, and the chances are good that over-all 
equilibrium will be achieved, despite the rising incidence 
of defense expenditure, for which additional appropria- 
tions of perhaps £100 million will be presented in the 
coming weeks. 

Source: The Economist, London, England, January 6, 
1951. 


French National Income 


Under a decree of March 31, 1950, a special com- 
mittee (Commission du Bilan National) was created to 
centralize information on French national income and to 
present periodic forecasts of economic developments. 
The Committee’s provisional estimate of net national 
income for 1950 is 7,800 billion francs. 

For 1951, a 10 per cent increase above the 1950 
average level is forecast for industrial production; this 
indicates that the index will reach 136-137 (1938 = 100). 
(In October 1950, it was 130.) The increase is based 
on a lengthening of working time and a rise in produc- 
tivity. The level of investment, excluding armament, is 
estimated as slightly below that of 1950. Exports are 
expected to be about the same as at the end of 1950. 
Source: Agence Economique et Financieére, Paris, France, 


December 19, 1950. 
Wage Increases in France 


The negotiations which have been going on in France 
since August 23, 1950, when the law on minimum wages 
was modified (see this News Survey, Vol. III, p, 78), 
have resulted in the conclusion of about 180 national and 
local collective agreements. These agreements will raise 
the general level of wages as of the end of November by 
about 7 per cent from the level at the end of August. It 
is estimated that when the collective agreements which 
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are not yet settled have been signed, and some others 
adjusted, the over-all wage increase in the second half 
of 1950 will be 10 per cent. From the end of July 1949 
to the end of November 1950, wages increased by 15 
per cent, ie., by the same percentage as the cost of 
living as computed by the Institut d’Observation 
Economique. 


Source: Le Monde, Paris, France, December 21, 1950. 


Netherlands Gold Purchases 


The weekly balance-sheet, dated December 27, 1950, 
of the Netherlands Bank shows an increase of 301.2 
million guilders (US$79.3 million) in gold holdings, to 
1,174.2 million guilders (US$309.8 million). The 
purchase of this gold was financed completely from the 
Bank’s dollar reserves. 

The Netherlands Bank publishes only total figures for 
its foreign exchange holdings, without a detailed classi- 
fication. The intention of the change from dollars to 
gold appears to have been to make it clear that the 
Netherlands can eventually meet its EPU obligations. 
The Netherlands debt to EPU is estimated to have in- 
creased in December by about 50 million guilders, to 
300 million guilders (71 million EPU units). If this 
estimate proves to be correct, the Netherlands will be 
obliged to transfer 10 million guilders (2.6 million EPU 
units) in gold to EPU, the free credit margin being 
250.8 million guilders (66 million EPU units). 


Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, January 5, 1951. 


Danish-British Agreement on Bacon Prices 


Under a four-year agreement between Denmark and 
the United Kingdom, which went into effect on October 
1, 1948, the price of bacon from Denmark after October 
1, 1950 could change at the most by 74% per cent. In 
November 1950, Denmark asked for a 744 per cent 
price increase, which the British refused. Negotiations 
were broken off temporarily and resumed in December, 
when a 5.5 per cent increase was agreed upon. The new 
price of 229 shillings per cwt., f.o.b., is valid for the 
period January 1, 1951 to September 30, 1951. If the 
same quantity of bacon is exported to the United King- 
dom in this period as in the same period last year, Danish 
foreign exchange receipts will increase by DKr 26 mil- 
lion (US$3.8 million). Denmark sends to the United 
Kingdom 90 per cent of her available bacon exports. 
Source: Berlingske Tidende, Denmark, 

December 24, 1950. 


Export Duties on Norwegian Wood Pulp and Paper 


Export prices for Norwegian wood pulp and paper 
increased considerably in 1950; for example, the price 
for bleached sulphite cellulose rose by 30 per cent 
during the year. After negotiations with the industry, 
export duties on wood pulp and paper have been levied, 


Copenhagen, 
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to sterilize some of the increased export receipts. The 
largest duty is on cellulose, NKr 205 (US$28.70) per 
metric ton; for rayon pulp, the duty is NKr 140 
(US$19.60) ; and for mechanical wood pulp (dry weight) 
NKr 55 (US$7.70) per metric ton. For newsprint the 
duty is NKr 70 (US$9.80), and for other paper NKr 140 
(US$19.60), per metric ton. 

The new duties are a compromise and intended to be 
temporary. Under the present agreement, 40 per cent 
of the receipts from the duties will be used to aid the 
forestry and wood processing industries. The other 60 
per cent will be for the use of the exporters, but the 
funds will be blocked for a certain period, not yet 
announced, Furthermore, these amounts will be subject 
to income tax, as income at the time the exports take 
place. Factories which do not produce the raw materials 
which they use will pay only half of the duty. The 
agreement covers the first quarter of 1951 only. 
Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, December 29, 1950 and January 3, 1951. 


Iceland’s Foreign Trade 


During the first ten months of 1950, Iceland had an 
import surplus of IKr 145 million, against [Kr 88 
million in the same period in 1949. Imports in- 


creased from IKr 323 million to IKr 408 million, while 
exports rose from IKr 235 million to [Kr 263 million. 
The changes in the composition of exports were large. 


Exports of iced fish decreased from IKr 69 million in 
1949 to IKr 19 million, and of frozen fish from IKr 79 
million to IKr 53 million. Exports of herring and fish 
meal rose from IKr 7 million to [Kr 30 million; sheep- 
skins from zero to IKr 8 million; cod liver oil from 
IKr 13 million to [Kr 39 million; cured herring from 
IKr 8 million to IKr 26 million; and salted fish from 
IKr 33 million to [Kr 47 million. 

Trade by countries showed important changes from 
the,same period, in 1949,. Exports to the United States 
increased from IKr 9 million to [Kr 40 million; imports 
from the United States, however, increased by about 
the same amount, so that the trade deficit was the same 
for the two periods. In 1949, the United Kingdom was 
the largest market for Icelandic exports, and during 
January-October 1949 there was a small export surplus 
with that country. During the same period in 1950, 
however, exports to the United Kingdom decreased to 
IKr 37 million (IKr 89 million in 1949), and there was 
an import surplus of IKr 54 million. Likewise, trade 
with Western Germany—which also had been a large 
market for Icelandic goods in 1949—showed a small 
import surplus for 1950, in contrast to the 1949 export 
surplus of IKr 59 million; exports were 85 per cent 
below those in 1949. In 1950, the Netherlands was the 
largest export market, exports to that country increasing 
to [Kr 52 million from IKr 9 million in 1949. Imports 
from the Netherlands were slightly less in 1950 than in 


1949, and Iceland had an export surplus of IKr 40 mj. 
lion, instead of an import surplus (IKr 7 million jp 
1949). Exports to Italy also increased, from IKr }4 
million to [Kr 30 million; the export surplus for 1959 
was IKr 22 million, compared with a small impor 
surplus in 1949. 
Source: The National Bank of Iceland and the Statist. 
cal Bureau of Iceland, Statistical Bulletin, 
Reykjavik, Iceland, November 1950. 


Germany’s Payments Position 


Since the end of November an additional EPU credit 
of $120 million has become available to Germany (see 
p- 205 above). This additional credit is being extended 
through September 30, 1951. It is designed to be used 
for the settlement of two thirds of the deficit which 
Germany might accumulate above its quota with the 
Union. The remaining third will have to be paid by 
Germany in gold or dollars. The credit is to be redeemed 
in six equal monthly installments from May to October 
1951. The interest rate is 234 per cent per annum. The 
new credit, together with the diminution of the German 
current deficit, should be sufficient to arrest the drain 
on Germany’s small dollar reserves. 

If Germany’s quota with EPU were later to be raised, 
the credit agreement would probably be amended, or 
perhaps cancelled, since Germany would then have 
normal overdraft facilities, vis-a-vis the Union, larger 
than at present. Negotiations on this subject are expected 
in the spring of 1951 when Germany’s payments position 
will be clarified. 

The prospects for an improvement of Germany’s pay: 
ments position are reported to be favorable. The total 
trade deficit decreased substantially in November. Ex- 
ports reached a new postwar high level of DM 973 mil- 
lion, an increase of about 8 per cent over the October 
figure of DM 902 million. Imports declined from 
DM 1,314 million in October to DM 1,177 million in No- 
vember, largely as a result uf ‘the restrictive measures 
taken by the German Central Bank. 

Sources: The Financial Times, December 15 and 18, 
1950, and The Economist, December 30, 1950, 
London, England. 


Deutsche Mark Quotations in London 


The West German authorities are reported to have been 
pressing the Bank of England for some time to have the 
Deutsche mark quoted as a specified currency with an 
official rate in London. Negotiations have made little 
progress, because of the reluctance of British banks and 
traders to run a position in Deutsche marks while no 
peace treaty has been concluded and there is no satis- 
factory market for sterling in Western Germany, for 
either spot or forward transactions. 

British and German experts are now believed, however, 
to have reached agreement in principle on the establish- 
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ment of a limited Deutsche mark market in London, 
which would be open only to authorized dealers. 
Deutsche mark quotations would be closely related to the 
agreed parity of the mark. If supply and demand did not 
balance, the Bank Deutscher Lander would have to ad- 
just by selling or buying sterling. Further discussions on 
technical details are expected to begin soon in London. 
Sources: The Financial Times, London, England, De- 
cember 13 and 14, 1950. 

German Shipping 

Western Germany’s shipping tonnage almost trebled in 
1950, but was still only one sixth of the prewar tonnage. 
At the end of 1950, the German mercantile marine 


amounted to 750,000 gross registered tons (only two 
thirds of which are ocean-going vessels), compared with 


about 4.5 million tons just before the outbreak of World: 


War II. Some 400,000 tons of shipping were bought 
abroad in 1950. 

The output of West German shipyards was only 
104,000 tons, but it increased rapidly after early summer 
and at the year’s end was running at an annual rate of 
about 170,000 tons. Most of the large shipyards have 
unfilled orders for two, years. 

Forecasts for 1951 are optimistic; it is believed that 
the present shipbuilding capacity of 250,000 to 300,000 
tons might be fully used. Public credits of DM 250 
million are earmarked for the shipbuilding program, of 
which about one fifth is to come from ECA counterpart 
funds. German shipbuilding costs are reported to 
compare favorably with those of many other countries, 
the cost per ton of a 3,000 ton vessel being estimated 
at DM 700-800, with a construction time of not more 
than 14 months. 

Source: The Financial Times, London, England, January 
1, 1951. 


Middle East 


Egypt’s Cotton Policy 


The Government of Egypt decided in December 1950 
to put an embargo on the export, and to requisition all 
available supplies, of inferior qualities of cotton, namely 
Ashmouni, Zagora, and Giza 30. The requisition was 
to be made at prevailing prices, and aimed at supplying 
the needs of local textile manufacturers. The cotton 
exporters protested strongly against this decision, and 
the Government has now agreed to requisition only 
450,000 kantars and to free the export of the remaining 
supplies, provided that exporters supply the textile manu- 
facturers, at current prices, with an additional 120,000 
kantars. These quantities, added to the 200,000 already 
stocked by the manufacturers, are expected to cover the 
needs of the industry in the first nine months of 1950, 
ie. until the next cotton crop. Any cotton needed by 


the manufacturers in excess of 770,000 kantars will have 

to be purchased in the open market. 

Sources: La Revue d’Egypté Economique et Financiére, 
December 9, 1950, and Al Ahram, December 
29, 1950, Cairo, Egypt. 


Export-Import Bank Loan to Israel 


The Export-Import Bank of Washington has announced 
the authorization of a credit of $35 million to Israel for 
the purchase in the United States of equipment, mate- 
rials, and services for furthering agricultural develop- 
ment. The credit, with an interest rate of 344 per cent 
per annum and an amortization period of 15 years, will 
be allocated to such projects as fertilizer production, irri- 
gation, establishment of farm settlements, and promo- 
tion of citrus fruit culture. 

As a result of a similar credit for $35 million granted 
in January 1949, plus more than twice that amount in 
Israeli pounds also invested for agricultural expansion, 
food output in Israel has expanded approximately 50 per 
cent in the two years since the establishment of the first 
credit. It is contemplated that as a result of the new 
credit, along with further domestic investment of twice 
that sum planned for agricultural expansion in Israel, 
total output by 1953 will be 100 per cent above the 
January 1949 level. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., December 26, 1950. 


Syro-Lebanese Trade Relations 


After months of negotiations, Syria and Lebanon have 
signed a commercial agreement to replace the customs 
union which was terminated in March 1950. The new 
agreement provides for the free exchange of agricultural 
and “domestic industrial” products, subject, however, ‘to 
the customs tariffs and laws in force in each country. 
All goods for which domestic labor and raw materials 
represent more than 50 per cent of the total value of 
the finished products will be considered “domestic  in- 
dustrial” products. In practice, this means that Syrian 
goods will be admitted freely into Lebanon, paying the 
same duties as similar goods from other countries; but 
Lebanese goods will not be able to enter Syria without 
licenses. The Government of Syria is believed, however, 
to be indicating, by the new agreement, its intention to 
grant licenses readily for imports from Lebanon. The 
new agreement does not touch the question of movements 
of labor and capital between the two countries, which 
have been at a standstill since March 1950. A further 
meeting between the two Governments was scheduled for 
January 3, 1951, to consider all outstanding problems. 
Source: Le Commerce du Levant, Beirut, Lebanon, 

December 27, 1950. 


Lebanon and GATT 


The Government of Lebanon has decided not to renew 
its adherence to the tariff agreements of Havana and 
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. Geneva, which expired on December 31, 1950. Lebanon 
had already refused to participate in the tariff confer- 
.ence at Torquay. The attitude of the Government is 
attributed to the termination of the customs union with 
Syria. 
Source: Le Commerce du Levant, Beirut, Lebanon, 
December 23, 1950. 

Oil Royalties in Saudi Arabia 

The Arabian-American Oil Co. (Aramco) has agreed 
to pay to Saudi Arabia income taxes up to, but not ex- 
ceeding, 50 per cent of its net profits, after income taxes 
to the United States are deducted. The agreement is 
retroactive to January 1, 1950. In addition, Aramco 
will continue to pay the present 34 cents per barrel 
royalty. Based on last year’s production of about 200 
million barrels, Saudi Arabian oil receipts in 1950 are 
estimated to total some $100 million ($65 million in 
-royalty and $35 million in new taxes). 
Source: The Journal of Commerce, New York, N. Y., 

January 3, 195}. 


Investment in Turkey 


Public investment in Turkey in 1950 was LT678 mil- 
lion (LT2.80 = US$1). In 1951, it may reach LT700 
million, of which LT272 million will be for communica- 
tions, LT131 million for electrical power, LT113 million 
for industry, LT104 million for agriculture, LT48 million 
for public works, LT23 million for national defense, and 
LT8 million for housing. 

Accumulated ECA counterpart funds amount to LT302 
million. Of the LT126 million already released, LT80 
million will be used for public, and the remainder for 
private, financing. The unreleased portion of the counter- 
part funds is earmarked primarily for private investment. 


Source: Ulus, Ankara, Turkey, December 30, 1950. 


Far East 


Ceylon’s Dollar Reserves 


The Governments of Ceylon and the United Kingdom 
have agreed that out of the central reserves of gold and 
dollars of the sterling area, a sum of dollars or gold 
equivalent to £4 million shall be set aside to provide 
the new Central Bank of Ceylon with a gold reserve 
relatively as favorable as the corresponding reserves of 
the central banks of other independent members of the 
sterling area. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, Decem- 
ber 8, 1950. 


Ceylon’s Rubber Industry 

Rubber production in Ceylon totaled 90,500 tons in 
the first 10 months of 1950, a gain of 25.7 per cent 
from the 72,000 tons in the corresponding period of 
1949. .It is expected that output for the year will equal 
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the record figure of 105,500 tons established in 1943 
In the first ten months of 1950, exports were 96,887 tons, 
including 51,354 tons to the United States and 16,439 
tons to the United Kingdom. 
Source: Departmerit of Commerce, Foreign Commer 
Weekly, Washington, D. C., January 1, 195), 

Burma’s Budget 

The Burmese budget deficit for 1950-51 will be abou 
Rs9 million, compared with a deficit of Rs19 million i, 
the previous fiscal year. Total estimated income will hk 
Rs580 million and total expenditure, Rs590 million, 
Defense expenditure is estimated at Rsl34 million, com. 
pared with Rs126 million in the previous year. 
Source: Records and Statistics, Supplement to Th 


Economist, London, England, November 18 
1950. 
Export Ban in China 
The Communist authorities in Tientsin on December 
15 banned the export of many war-potential Chines 
products, including sesame seeds and groundnuts for the 
United States. In Canton, trading in tung oil, hog 
bristles, peanut oil, and groundnuts also was stopped on 
December 18. Previously, heavy export duties had been 
placed upon these commodities. In both centers, the use 
of U.S. dollars in foreign trade transactions was abol- 
ished, and all export sales must now be contracted in 
some other currency. Merchants have been requested 
to make immediate arrangements to convert U.S. dollar 
contracts into British or Swiss currency. 
Source: Far East Trader, New York, N. Y., January 
3, 1951. 


ECA Textile Aid to Taiwan 


The ECA on December 29 authorized the Chinese 
Government to purchase $1.2 million worth of textiles 
for immediate shipment, to reach Taiwan by the Chinese 
New Year (February 6). These funds bring to about 
$5 million the purchases authorized in a special ECA 
program to give Taiwan financial aid to stave off infla- 
tion. Other purchases authorized include 20,000 tons 
of flour, 3,000 tons of wheat, and 2,000 tons of peanut oil. 

The beginning of the Chinese New Year marks the 
unofficial end of Taiwan’s fiscal year, and at that time 
prices are likely to rise the most. The Governments 
reserves of foreign exchange have been greatly depleted. 
The sugar crop, usually the chief source of foreign ex 
change during December, was delayed and is not & 
pected to reach the export market until January and 
February. A shortage of key consumer goods, such as 
flour, vegetable oils, and cloth, have tended to send local 
prices upward. 

Sources: The Central Daily News of Taiwan, New York, 
N. Y., December 21, 1950; Economic Coopers 
tion Administration, Press Release, Washing: 
ton, D. C., December 29, 1950. 
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thilippine’s Copra Outlook 
Philippine coconut production for 1950, now forecast 
at between 925,000 and 950,000 long tons in copra 
equivalent, will be the highest since 1947. The excel- 
lnt coconut output of the last few months has per- 
nitted very substantial increases in the volume of 
aports. It is estimated that total 1950 exports of copra 
ind desiccated coconut will exceed 1949 levels by about 
\5 and 25 per cent, respectively, while those of coconut 
oil will be approximately the same as last year. 
Marketing prospects in the near future are very un- 
certain, but no appreciable slackening has been noted in 
foreign demand, and as a result prices remain abnormally 
ne Department of Agriculture, Foreign Agricul- 
ture Circular, Washington, D. C., December 18, 
1950. 


United States and Canada 


US. Balance of Payments 


The character of the U.S. balance of payments changed 
markedly between the second and third quarters of 1950, 
according to a recent analysis by the U.S. Department of 
Commerce. The export surplus on goods and services fell 
from an annual rate of $3.2 billion in the second quarter 
lo less than $300 million in the third quarter. The 
strengthened U.S. dollar position of countries abroad was 
further reinforced by an unprecedented outflow of long- 
and short-term U.S. private capital (partly due to specu- 
lative influence), which increased from $113 million to 
$44 million between the two quarters. - Largely as a 
result of these two factors, gold and dollar assets abroad 
increased by almost $1.6 billion during the third quarter 
done. During the year ended September 30, foreign 
countries regained almost 40 per cent of the $7.6 billion 
of assets sold to the United States from the beginning 
of 1946 to the end of September 1949. 

Despite these favorable developments, the Department 
points out that it would be premature to conclude that 
t new international payments equilibrium has been 
rached. ERP countries and dependencies still had a 
deficit with the United States of about $200 million (an- 
wal rate). Countries producing manufactured goods for 
export will have to increase the volume of their exports 
considerably just to keep pace with increased prices of 
aw materials; and to reduce the dollar deficit, exports 
vould have to rise still further. The improved reserve 
positions of ERP countries are likely to disappear as re- 
wmament assumes greater proportions. 

Source: Department of Commerce, Survey of Current 
Business, Washington, ). C., December 1950. 


US. Bank Reserve Requirements 


In an effort to curb inflationary credit expansion, the 


Board of Governors of the Federal Reserve System has 
ordered an increase, to their legal maximum, in reserve 
requirements of all member banks except those in central 
reserve cities (New York and Chicago). For demand de- 
posits, reserves of reserve city banks will increase from 
18 to 19 per cent on January 11 and to 20 per cent on 
January 25; those of country banks, from 12 to 13 per 
cent on January 16 and to 14 per cent on February 1. 
For time deposits, all banks must have increased their 
reserves by January 16 to the legal limit of 6 per cent. 
The central reserve city banks must increase their re- 
serves against demand deposits to 24 per cent on January 
25; the legal maximum for these members is 26 per cent. 
It is estimated that the new requirements will raise 
bank reserves by about $2 billion. They have been 
timed to absorb reserves entering the banking system 
from the post-holiday return flow of currency. 
Seurce: The Journal of Commerce, New York, N. Y., 
December 29, 1950. 


Canadian Policy on Food Exports to U.K. 


The Canadian cabinet is reported to have decided on a 
general policy of eliminating subsidized food shipments 
to the United Kingdom. Reluctance to pay subsidies has: , 
contributed to the collapse of Anglo-Canadian negotia- 
tions for a new bacon contract in 1951, and to the 
decision to lift export controls on pork in the near future. 
The Canadian Meat Board, which has been the channel 
through which bacon has moved in bulk to the United 
Kingdom, will now have only the function of standing 
ready to buy all bacon offered at the present support price 
of $32.50 per cwt. There is also some doubt as to 
whether a new Anglo-Canadian cheese contract will: be 
successfully negotiated in 1951. 

Source: Winnipeg Free Press, Winnipeg, Canada, Janu- 
ary 4, 1951. 


Latin America 


Mexico’s Budget for 1951 


On December 14, 1950, the Mexican Minister of 
Finance sent to Congress the government budget for the 
fiscal year 1951. Government receipts are estimated at 
3,104 million pesos and expenditures at 3,102 million 
pesos, the latter exceeding the budget of the previous 
year by 355 million. This increase is accounted for by 
increases in the salaries of government workers, and 
larger disbursements for education, telecommunications, 
post office, public health, and tax administration; ap- 
propriations for public works remain unchanged. 

For agricultural promotion, excluding administrative’ ' 
expenditures, 340 million pesos is provided, 290 million 
pesos of which will be allocated to the construction of 
large and small irrigation works; expenditure on com: 
munications will be 505 million pesos, and the National 
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Commission of Electricity will receive a new allocation 
of 1 million pesos. 
The expected increase in receipts will be the result 
not of increased taxation but of better tax administra- 
tion. 
Source: Hispano Americano, Mexico, D.F., December 
22, 1950. 


Export-Import Bank Loan fo Mexico 

The Export-Import Bank of Washington has announced 
the authorization of credits totaling $31 million to the 
Nacional Financiera, S.A., of Mexico under the $150 
million line of credit authorized August 31, 1950. The 
credits will assist in financing three projects in Mexico’s 
irrigation program, namely, the Falcon Dam, the Anzal- 
duas Diversion dam (both on the Rio Grande), and an 
irrigation canal located in the Yaqui Valley. 

The first two projects, when completed, will result 
in an average annual yield of about 2 million acre-feet 
of water for irrigation purposes. The projects could not 
have been undertaken had it not been for the treaty of 
1944 for the utilization, for the mutual benefit of both 
Mexico and the United States, of the waters of the 
Colorado, the Tijuana, and the Rio Grande. Mexico’s 
share of this water will be 41 per cent, or 821,000 acre- 
feet. When the Yaqui project is completed, an estimated 
550,000 acres of land will benefit; about one half of 
this acreage now receives only intermittent irrigation, 
and the other half is not cultivated because of lack of 
water. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., December 22, 1950. 


Central Bank of Honduras Bulletin 


A monthly bulletin containing statistics on money, 
banking, and government finance is being published by 
the newly created Central Bank of Honduras. In addi- 
tion to tables of data covering the period 1936 to July 
1950, the first issue contains a summary of the resolu- 
tions adopted by the Board of the Bank on monetary 
and banking matters during June and July 1950. 
Source: Banco Central de Honduras, Boletin Mensual, 

Tegucigalpa, Honduras, July 1950. 


Venezuelan Production 


Venezuelan oil production in 1950 averaged more than 
1.5 million barrels a day, exceeding the 1948 record 
figure of 1.3 million barrels. Output of cotton and 
coffee (the country’s two other chief exports in 1950) 
decreased; cocoa production was practically the same as 
in 1949; and the corn crop showed considerable im- 
provement. Gold production decreased slightly, while 
the diamond yield increased. 

At the end of 1950, iron ore was available for export 
for the first time in Venezuela’s history. The Iron Mines 
Company, a subsidiary of the Bethlehem Steel Corpora- 


INTERNATIONAL MONETARY FUNp 


tion, reported that it expected to export 2 million tons 
of high-grade iron ore in 1951. The U.S. Steel Com. 
pany is expected to produce 10 million tons annually 
by 1955. Reserves of high-grade iron ore are reported 
to be 1 billion tons, which places Venezuela among the 
largest iron ore producing countries. 
Sources: Venezuela Up-to-Date, December 1950, Wash. 
ington, D. C.; El Nacional, Caracas, Venezuela, 
various numbers in December 1950. 
Peru’s Permitted Imports 
With the foreign exchange position improved, the 
Peruvian authorities on December 23 added 650 items to 
the list of permitted imports from hard currency countries 
(see this News Survey, Vol. III, p. 188). The list noy 
includes dairy products, certain foods, fruits, hosiery, 
a few textiles,.and meat products. Dollar earnings have 
been increasing primarily as a result of copper, petroleum, 
and sugar exports. Increased American demand for 
strategic materials has also increased the proceeds from 
other metals which are not generally exported. The 
Central Bank is reported to have been purchasing dollar 
certificates in the open market in order to prevent the 
rate for certificates from falling. 
Source: The Journal of Commerce, New York, N. Y, 
January 3, 1951. 




















Brazilian Purchase from the Fond 


The International Monetary Fund announced on Jam- 
ary 9 that it had sold £10 million to Brazil in exchange 
for 518 million cruzeiros. This is the third purchase of 
exchange from the Fund by Brazil, and brings the total 
value of Brazil’s purchases to $65.5 million. The previous 
purchases were of U.S. dollars. 


Fund Alternate Director 


Mr. Kuo-Hua Yu has been appointed Alternate Ex- 
ecutive Director of the International Monetary Fund for 
China. 








International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 
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